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LEASE OF RAILROAD EQUIPMENT

Dated as of December 1, 1975

BETWEEN

CHICAGO, MILWAUKEE, ST. PAUL AND
PACIFIC RAILROAD COMPANY

Lessee

AND

SCHOENFELD INVESTMENT CORPORATION
Lessor



LEASE OF RAILROAD EQUIPMENT dated as of December 1,
1975, between CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAILROAD
COMPANY, a Wisconsin corporation (hereinafter called the Lessee), and
SCHOENFELD INVESTMENT CoBPOBATioN, a Washington corporation (here-
inafter called the Lessor).

WHEREAS, the Lessor and the Lessee have entered into a Conditional
Sale Agreement dated as of December 1, 1975 (hereinafter called the
Security Document), with PULLMAN INCORPORATED (Pullman Standard
Division) (hereinafter called the Builder), wherein the Builder has
agreed to manufacture, sell and deliver to the Lessor the railroad equip-
ment described in Schedule A hereto;

WHEREAS, the Builder has assigned or will assign its interests in the
Security Document to SEATTLE-FIRST NATIONAL BANK, as Agent (here-
inafter, together with its successors and assigns, referred to as the
Vendor);

WHEREAS, the Lessee desires to lease all the units of said equipment,
or such lesser number (hereinafter called the Units) as are delivered
and accepted and settled for under the Security Document on or prior to
December 31,1975 (hereinafter called the Cut-Off Date), at the rentals
and for the terms and upon the conditions hereinafter provided; and

WHEREAS, the Lessor will assign to the Vendor its right, title and
interest in and to this Lease (except for amounts which may become
payable pursuant to § 17 hereof) pursuant to a Collateral Assignment
of Lease dated as of December 1,1975 (hereinafter called the Collateral
Assignment of Lease);

Now, THEREFORE, in consideration of the premises and of the rentals
to be paid and the covenants hereinafter mentioned to be kept and per-
formed by the Lessee, the Lessor hereby leases the Units to the Lessee
upon the following terms and conditions, but, upon default of the Lessee
hereunder or under the Security Document, subject to all the rights and
remedies of the Vendor under the Security Document and the Collateral
Assignment of Lease:

§ 1. Incorporation of Model Provisions. Whenever this Lease in-
corporates herein by reference, in whole or in part or as hereby
amended, any provision of the document entitled "Model Lease Pro-
visions" annexed to the Security Document as Part IE of Annex C



thereto (hereinafter called the Model Lease Provisions), such provision
of the Model Lease Provisions shall be deemed to be a part of this
instrument as fully to all intents and purposes as though such provision
had been set forth in full in this Lease.

§ 2. Delivery and Acceptance of Units. § 2 of the Model Lease
Provisions is herein incorporated as § 2 hereof.

§ 3. Rentals. The Lessee agrees to pay to the Lessor as rental for
each Unit subject to this Lease (i) for the period from and including
the Closing Date (as defined in Article 4 of the Security Document)
for such Unit to but not including January 1,1976 an amount equal to
0.0382919% of the Purchase Price (as defined in the Security Docu-
ment) for such Unit for each day elapsed from and including the Clos-
ing Date for settlement of such Unit to but not including January 1,
1976, payable on December 31, 1975, and (ii) through the balance of
the Lease term remaining after the period described in (i) above, pay-
able in 48 equal consecutive quarter annual installments on March 31,
June 30, September 30 and December 31 in each year (or if any such
date is not a business day, on the next preceding business day) com-
mencing with March 31,1976 (each such quarter annual rental payment
date being herein called a "Payment Date"), an amount on each
Payment Date equal to 3.446274% of the Purchase Price of each such
Unit, subject to adjustment as provided in the second succeeding
paragraph.

The quarter annual rental in the preceding paragraph of this §3
has been computed on the assumption that the unpaid principal balance
of the Conditional Sale Indebtedness (as defined in the Security Docu-
ment) will bear interest during the period ending on any Payment Date
(the quarter annual period ending on any Payment Date being herein
called a "Rental Period") at a rate of 10.5% per annum. The parties
recognize that the Conditional Sale Indebtedness bears interest at a
fluctuating interest rate which, during each Rental Period, is equal to
130% per annum of the rate of interest charged by Continental Illinois
National Bank and Trust Company of Chicago for 90 day unsecured
commercial loans to large corporate customers of the highest credit
standing (hereinafter called "Continental's Prime Rate"), as in effect
on the first day of such Rental Period.

If during any Rental Period for which a quarter annual rental
payment is to be made, the amount of money to be paid on any Payment
Date as interest on the Conditional Sale Indebtedness exceeds or is less



than the amount that would have been paid had such interest been com-
puted at a rate of 10.5 % per annum, then the amount of such excess
shall be added to, or the amount of such difference shall be subtracted
from (as the case may be), the amount of the quarter annual rental pay-
ment then due hereunder.

The Lessor irrevocably instructs the Lessee to make, and the Lessee
agrees to make, all the payments provided for in this Lease in immedi-
ately available Seattle or Federal funds (including but not limited to the
payments required under § 7 hereof) for the account of the Lessor, c/o
Seattle-First National Bank, P. 0. Box 24186, Seattle, "Washington 98124
on or before 11 o'clock a. m. Seattle time on the date upon which pay-
ments are due and payable. Such payments shall be applied by the
Vendor to satisfy the obligations of the Lessor under the Security
Document due and payable on the date such payments are due here-
under and, so long as no event of default under the Security Document
shall have occurred and be continuing, any balance shall be paid to the
'Lessor.

This Lease is a net lease and the Lessee shall not be entitled to any
abatement of rent, reduction thereof or setoff against rent, including,
but not limited to, abatements, reductions or setoffs due or alleged to be
due by reason of any past, present or future claims of the Lessee against
the Lessor under this Lease or under the Security Document, or against
the Builder or the Vendor or otherwise; nor except as otherwise ex-
pressly provided herein, shall this Lease terminate, or the respective
obligations of the Lessor or the Lessee be otherwise affected, by reason
of any defect in or damage to or loss of possession or loss of use or de-
struction of all or any of the Units from whatsoever cause, any liens, en-
cumbrances or rights of others with respect to any of the Units, the pro-
hibition of or other restriction against the Lessee's use of all or any of
the Units, the interference with such use by any person or entity, the in-
validity or unenforceability or lack of due authorization of this Lease,
any insolvency, bankruptcy, reorganization or similar proceeding
against the Lessee, or for any other cause whether similar or dissimilar
to the foregoing, any present or future law to the contrary notwithstand-
ing, it being the intention of the parties hereto that the rents and other
amounts payable by the Lessee hereunder shall continue to be payable
in all events in the manner and at the times herein provided unless
the obligation to pay the same shall be terminated pursuant to the
express provisions of this Lease. To the extent permitted by appli-
cable law, the Lessee hereby waives any and all rights which it may



now have or which at any time hereafter may be conferred upon it,
by statute or otherwise, to terminate, cancel, quit or surrender the
lease of any of the Units except in accordance with the express terms
hereof. Each rental or other payment made by the Lessee hereunder
shall be final and the Lessee shall not seek to recover all or any part of
such payment from the Lessor for any reason whatsoever.

§ 4. Term of Lease. The term of this Lease as to each Unit shall
begin on the date of the delivery to and acceptance by the Lessee of
such Unit and, subject to the provisions of §§ 7, 10 and 13 hereof, shall
terminate on the date on which the final quarter-annual payment of
rent in respect thereof is due pursuant to § 3.

Notwithstanding anything to the contrary contained herein, all
rights and obligations under this Lease and in and to the Units, upon
default by the Lessee hereunder, or by Lessor or Lessee under the
Security Document, are subject to the rights of the Vendor under the
Security Document and the Collateral Assignment of Lease. If an
event of default should occur under the Security Document, the Vendor
may terminate this Lease (or rescind its termination), all as provided
therein and in the Collateral Assignment of Lease, unless the Lessee
is not so in default under this Lease or under the Security Document.

§ 5. Identification Marks. § 5 of the Model Lease Provisions is
herein incorporated as part of § 5 hereof. The Lessee will perform, on
behalf of Lessor, Lessor's undertakings set forth in the fifth paragraph
of Article 15 of the Security Document.

§ 6. Taxes. § 6 of the Model Lease Provisions is herein incor-
porated as §6 hereof except that the term "imposition" shall be
deemed to include interest on any of the amounts set forth in the defini-
tion of the term "imposition" in said § 6.

§ 7. Payment for Casualty Occurrences; Insurance. In the event
that any Unit shall be or become worn out, lost, stolen, destroyed, or,
in the opinion of the Lessor or the Lessee, irreparably damaged, from
any cause whatsoever, or taken or requisitioned by condemnation or
otherwise (such occurrences being hereinafter called Casualty Occur-
rences) during the term of this Lease, the Lessee shall promptly and
fully notify the Lessor and the Vendor with respect thereto. On the
rental payment date next succeeding such notice (and occurring not less



than 10 days after such notice), the Lessee shall pay to the Lessor the
rental payment due and payable on such date plus a sum equal to the
Casualty Value (as hereinafter defined) of such Unit as of the date of
such payment in accordance with the schedule set out below. Upon the
making of such payment by the Lessee in respect of any Unit, the rental
for such Unit shall cease to accrue, the term of this Lease as to such
Unit shall terminate and title to such Unit shall pass to the Lessee.

The Casualty Value of each Unit as of any rental payment date
shall be that percentage of the Purchase Price of such Unit as is set
forth in the following schedule opposite such rental payment date:

Rental Payment
Date* Percentage

3/31/76 109.9477fo
6/30/76 110.6742
9/30/76 110.4244

12/31/76 110.4473
3/31/77 110.3782
6/30/77 110.2516
9/30/77 110.0230

12/31/77 109.5409
3/31/78 108.9284
6/30/78 108.2290
9/30/78 107.3905

12/31/78 106.4343
3/31/79 98.6886
6/30/79 97.5159
9/30/79 96.2369

12/31/79 94.9094
3/31/80 93.5468
6/30/80 92.1531
9/30/80 90.7248

12/31/80 89.2636
3/31/81 81.1025
6/30/81 79.5777
9/30/81 78.0214

12/31/81 76.4343

Rental Payment
Date* Percentage

3/31/82 74.8161f0

6/30/82 73.1686
9/30/82 71.4931

12/31/82 69.7893
3/31/83 61.3902
6/30/83 59.6298
9/30/83 57.8455

12/31/83 56.0358
3/31/84 54.2004
6/30/84 52.3417
9/30/84 50.4745

12/31/84 48.5936
3/31/85 46.6988
6/30/85 44.7855
9/30/85 42.8665

12/31/85 40.9358
3/31/86 38.9937
6/30/86 37.0351
9/30/86 35.0739

12/31/86 33.1040
3/31/87 31.1258
6/30/87 29.1191
9/30/87 27.0760

12/31/87 and
thereafter 25.0000

* Or the preceding business day, in case any of the dates mentioned is not a
business day.



Except as hercinabove in this § 7 provided, the Lessee shall not be
released from its obligations hereunder in the event of, and shall bear
the risk of, any Casualty Occurrence to any Unit after delivery to and
acceptance thereof by the Lessee hereunder.

The Lessee will, at all times while this Lease is in effect, at its own
expense, cause to be carried and maintained insurance in respect of the
Units at the time subject hereto, and public liability insurance, in
amounts and against risks customarily insured against by railroad
companies on similar equipment, and in any event in amounts and
against risks comparable to those insured against by the Lessee on
equipment owned by it and the benefits thereof shall be payable as
provided in the Security Document. Notwithstanding the foregoing,
the Lessee will not maintain insurance in respect of the Units in excess
of the Casualty Value thereof in the event that the Lessor elects to
maintain such excess insurance, and Lessee will terminate any such
excess insurance maintained by it within 30 days following notice by
Lessor of its intention to maintain such excess insurance. Any insur-
ance policies maintained by the Lessee under this § 7 shall name the
Lessor and the Vendor as additional insureds and the Vendor as loss
payee. Any net insurance proceeds as the result of insurance carried
by the Lessee received by the Lessor in respect of Units suffering a
Casualty Occurrence shall be deducted from the amounts payable by
the Lessee to the Lessor in respect of Casualty Occurrences pursuant
to this § 7. If the Lessor shall receive any such net insurance proceeds
or condemnation payments after the Lessee shall have made payments
pursuant to this § 7 without deduction for such net insurance proceeds
or such condemnation payments, the Lessor shall pay such proceeds to
the Lessee.

If the Lessee has elected to self insure the Units, the Lessor may,
upon notice to the Lessee, maintain insurance in respect of the Units in
such amount as it deems appropriate. The Lessor may elect to main-
tain insurance in respect of the Units in excess of the Casualty Value
thereof even if the Lessee elects to insure the Units in an amount up to
the Casualty Value thereof. The proceeds of any insurance maintained
by the Lessor shall be for its own account and sole benefit and shall not
affect, or operate as a discharge of, the obligation and liability of the
Lessee to pay the Casualty Value of any Unit suffering a Casualty
Occurrence. In the event that the Lessor has elected to maintain insur-
ance in respect of the Units and Lessee thereafter notifies Lessor of its



intention to maintain insurance in respect of the Units, then, within
30 days following such notice, Lessor shall terminate the insurance
maintained by it in respect of the Units in an amount up to the Casualty
Value (but may continue any insurance in force in excess of Casualty
Value).

§ 8. Annual Reports. § 8 of the Model Lease Provisions is herein
incorporated as § 8 hereof.

§ 9. Disclaimer of Warranties; Compliance with Laws and Rules;
Maintenance; and Indemnification. § 9 of the Model Lease Provisions
is herein incorporated as § 9 hereof except that (i) the third paragraph
of said § 9 is deemed to state "The Lessee agrees that, at its own cost
and expense, it will maintain, service and repair each Unit so as to
keep such Unit in as good an operating condition as when delivered
to the Lessee hereunder, ordinary wear and tear excepted.", and (ii)
the fourth paragraph of § 9 is deemed to state "Any and all additions
to any Unit which are required for the operation or use of such Unit by
the Interstate Commerce Commission, Department of Transportation,
or any other applicable regulatory bodies, and any and all parts
installed on and replacements made to any Units (which are required
as aforesaid or pursuant to the preceding paragraph) shall constitute
accessions to such Unit and, at the cost and expense of the Lessee, full
ownership thereof free from any lien, charge, security interest or encum-
brance (except for those created by the Security Document) shall im-
mediately be vested in the Lessor and the Vendor as their respective
interests appear in such Unit itself. The Lessee may also make addi-
tions to any Unit which are not required under the preceding provisions
of this § 9 and the Lessee may remove such additions at the expiration
of the original or any extended term of this Lease if the Lessee is then
not in default under the terms of this Lease. Any such additions not
removed shall become part of the Units and the property of the Lessor
subject to the right of the Vendor under the Security Document and
the Collateral Assignment of Lease."

§ 10. Default. If, during the continuance of this Lease, one or
more of the following events (each such event being hereinafter some-
times called an Event of Default) shall occur:

A. default shall be made in payment of any part of the rental
provided in § 3 hereof and such default shall continue for ten days;
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B. the Lessee shall make or permit any unauthorized assign-
ment or transfer of this Lease or of possession of the Units, or
any thereof;

C. default shall be made in the observance or performance of
any other of the covenants, conditions and agreements on the part
of the Lessee contained herein or in the Security Document and
such default shall continue for 25 days after written notice from
the Lessor to the Lessee specifying the default and demanding
that the same be remedied;

D. any proceedings shall be commenced by or against the
Lessee for any relief which includes, or might result in, any modi-
fication of the obligations of the Lessee hereunder or under the
Security Document under any bankruptcy or insolvency laws, or
laws relating to the relief of debtors, readjustments of indebted-
ness, reorganizations, arrangements, compositions or extension
(other than a law which does not permit any readjustments of the
obligations of the Lessee hereunder or under the Security Docu-
ment), and, unless such proceedings shall have been dismissed,
nullified, stayed or otherwise rendered ineffective (but then only
so long as such stay shall continue in force or such ineffectiveness
shall continue), all the obligations of the Lessee under this Lease
and under the Security Document shall not have been duly assumed
in writing, pursuant to a court order or decree, by a trustee or
trustees or receiver or receivers appointed for the Lessee or for
the property of the Lessee in connection with any such proceedings
in such manner that such obligations shall have the same status as
obligations incurred by such a trustee or trustees or receiver or
receivers, within 30 days after such appointment, if any, or 60 days
after such proceedings shall have been commenced, whichever shall
be earlier; or

E. a petition for reorganization under Section 77 of the Bank-
ruptcy Act, as now constituted or as said Section 77 may hereafter
be amended, shall be filed by or against the Lessee and, unless such
petition shall have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such stay shall con-
tinue in force or such ineffectiveness shall continue), all the obliga-
tions of the Lessee under the Security Document and this Lease
shall not have been duly assumed in writing, pursuant to a court
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order or decree, by a trustee or trustees appointed in such proceed-
ings in such manner that such obligations shall have the same status
as obligations incurred by such trustee or trustees, within 30 days
after such appointment, if any, or 60 days after such petition shall
have been filed, whichever shall be earlier; or

F. the Lessee shall not, within 30 days following the Closing
Date, file the statement with the Interstate Commerce Commission
required pursuant to 15 TJ.S.C. § 20 and 49 CFE § 1010.4 on account
of the purchase by Continental Illinois National Bank and Trust
Company of Chicago of interests in the Conditional Sale Indebted-
ness;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions either at
law or in equity, to enforce performance by the Lessee of the appli-
cable covenants of this Lease or to recover damages for the breach
thereof; or

(b) by notice in writing to the Lessee terminate this Lease,
whereupon all rights of the Lessee to the use of the Units shall
absolutely cease and terminate as though this Lease had never been
made, but the Lessee shall remain liable as hereinafter provided;
and thereupon the Lessor may by its agents enter upon the premises
of the Lessee or other premises where any of the Units may be and
take possession of all or any of such Units and thenceforth hold,
possess and enjoy the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes whatever;
but the Lessor shall, nevertheless, have a right to recover from the
Lessee any and all amounts which under the terms of this Lease
may be then due or which may have accrued to the date of such
termination (computing the rental for any number of days less than
a full rental period by multiplying the rental for such full rental
period by a fraction of which the numerator is such number of days
and the denominator is the total number of days in such full rental
period) and also to recover forthwith from the Lessee (i) as
damages for loss of the bargain and not as a penalty, a sum, with
respect to each Unit, which represents the excess of (x) the present
value, at the time of such termination, of the entire unpaid balance
of all rental for such Unit which would otherwise have accrued here-
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under from the date of such termination to the end of the term of
this Lease as to such Unit over (y) the then present value of the
rentals which the Lessor reasonably estimates to be obtainable for
the Unit during such period, such present value to be computed in
each case on a basis of a rate of 6% per annum, discount, com-
pounded quarter annually, from the respective dates upon which
rentals would have been payable hereunder had this Lease not been
terminated, (ii) any damages and expenses, including reasonable
attorneys' fees, in addition thereto which the Lessor shall have
sustained by reason of the breach of any covenant or covenants of
this Lease other than for the payment of rental, and (iii) an amount
equal to the Indemnity Amount set forth in § 17 hereof together
with any and all assessments, charges, fines, penalties and interest
in any way related thereto.

The remedies in this Lease provided in favor of the Lessor shall not
be deemed exclusive, but shall be cumulative, and shall be in addition to
all other remedies in its favor existing at law or in equity. The Lessee
hereby waives any mandatory requirements of law, now or hereafter in
effect, which might limit or modify the remedies herein provided, to the
extent that such waiver is permitted by law. The Lessee hereby waives
any and all existing or future claims to any offset against the rental
payments due hereunder, and agrees to make rental payments regard-
less of any offset or claim which may be asserted by the Lessee or on
its behalf.

The failure of the Lessor to exercise the rights granted it hereunder
upon the occurrence of any of the contingencies set forth herein shall not
constitute a waiver of any such right upon the continuation or recur-
rence of any such contingencies or similar contingencies.

§ 11. Return of Units Upon Default. § 11 of the Model Lease Pro-
visions is herein incorporated as § 11 hereof except that the parentheti-
cal phrase " (but, notwithstanding the foregoing provisions of this § 11,
at the expense of the Lessor for any period in excess of 12 months)"
shall be deemed to be inserted prior to the semi-colon appearing at
the end of subsection (b) of said § 11.

§ 12. Assignment; Possession and Use. § 12 of the Model Lease
Provisions is herein incorporated as § 12 hereof.
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<§ 13. Purchase and Renewal Options. Provided that this Lease has

not been earlier terminated and the Lessee is not in default hereunder,
the Lessee may by written notice delivered to the Lessor not less than
six months prior to the end of the original term of this Lease or any
extended term hereof, as the case may be, elect (a) to extend the term of
this Lease in respect of all, but not fewer than all, of such Units then
covered by this Lease, for one additional five-year period commencing
on the scheduled expiration of the original term of this Lease at a "Fair
Market Rental" payable in 20 quarter-annual payments on March 31,
June 30, September 30 and December 31 in each year, commencing
March 31, 1988, of the extended term and (b) to purchase all, but not
fewer than all, the Units covered by this Lease at the end of the original
or the extended term of this Lease for a purchase price equal to the
"Fair Market Value" of such Units as of the end of such term.

Fair Rental Value shall be determined on the basis of, and shall be
equal in amount to, the value which would obtain in an arm's-length
transaction between an informed and willing lessee (other than a lessee
currently in possession) and an informed and willing lessor under no
compulsion to lease and, in such determination, costs of removal from
the location of current use shall not be a deduction from such value. If
on or before four months prior to the expiration of the term of this
Lease, the Lessor and the Lessee are unable to agree upon a determina-
tion of the Fair Rental Value of the Units, such value shall be deter-
mined in accordance with the foregoing definition by a qualified inde-
pendent Appraiser. The term Appraiser shall mean such independent
appraiser as the Lessor and the Lessee may mutually agree upon, or
failing such agreement, a panel of three independent appraisers, one of
whom shall be selected by the Lessor, the second by the Lessee and the
third designated by the first two so selected. The Appraiser shall be
instructed to make such determination within a period of 30 days follow-
ing appointment, and shall promptly communicate such determination
in writing to the Lessor and the Lessee. The determination so made
shall be conclusively binding upon both Lessor and Lessee. The ex-
penses and fees of the Appraiser shall be borne by the Lessee.

Fair Market Value shall be determined on the basis of, and shall be
equal in amount to, the value which would obtain in an arm's-length
transaction between an informed and willing buyer-user (other than (i)
a lessee currently in possession and (ii) a used equipment dealer) and



12

an informed and willing seller under no compulsion to sell and, in such
determination, costs of removal from the location of current use shall
not be a deduction from such value. If on or before four months prior
to the expiration of the original term of this Lease, or in case of an
extension thereof, of the extended term of this Lease, in the case of
a purchase of the Units, the Lessor and the Lessee are unable
to agree upon a determination of the Fair Market Value of the Units,
such value shall be determined in accordance with the foregoing defini-
tion by a qualified independent Appraiser. The term Appraiser shall
mean such independent appraiser as the Lessor and the Lessee may
mutually agree upon, or failing such agreement, a panel of three inde-
pendent appraisers, one of whom shall be selected by the Lessor, the
second by the Lessee and the third designated by the first two so
selected.. The Appraiser shall be instructed to make such determination
within a period of 30 days following appointment, and shall promptly
communicate such determination in writing to the Lessor and the Lessee.
The determination so made shall be conclusively binding upon both
Lessor and Lessee. The expenses and fee of the Appraiser shall be
borne by the Lessee.

Upon payment of the purchase price, the Lessor shall upon request
of the Lessee execute and deliver to the Lessee, or to the Lessee's as-
signee or nominee, a bill of sale (without representations or warranties
except that such Units are free and clear of all claims, liens, security
interests and other encumbrances by or in favor of any person claiming
by, through or under the Lessor) for such Units, and such other docu-
ments as may be required to release such Units from the terms and
scope of this Lease and to transfer title thereto to the Lessee or such
assignee or nominee, in such form as may reasonably be requested by
the Lessee, all at the Lessee's expense.

§ 14. Return of Units upon Expiration of Term. $ 14 of the Model
Lease Provisions, with the exception of the last three sentences thereof,
is herein incorporated as § 14 hereof.

§ 15. Opinion of Counsel. § 15 of the Model Lease Provisions is
herein incorporated as part of § 15 hereof except that (i) each reference
to the term "Security Document" in said § 15 shall also be deemed a ref-
erence to the term "Collateral Assignment of Lease" and (ii) the phrase
"violate any existing law, rule or regulation applicable to the Lessee
or" shall be deemed inserted, following the word "not", in the second
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line of subsection E of said § 15. The opinion of counsel for the Lessee
referred to in this § 15 shall also include opinions to the effect that
(i) to the best of said counsel's knowledge (having made inquiry with
respect thereto), there are no actions, suits or proceedings pending or
threatened against or affecting the Lessee or the property of the
Lessee in any court or before an arbitrator of any kind or before or by
any governmental body which, if adversely determined, could materially
affect the condition, financial or other, of the Lessee or the ability of
the Lessee to perform its obligations under this Lease or the Security
Document and (ii) no action or filing or registration or qualification
with any governmental or public body or authority is or will be re-
quired to authorize, or is otherwise required in connection with, the
valid execution, delivery or performance by the Lessee of this Lease,
the Security Document (and the assignment thereof to the Vendor)
and the Collateral Lease Assignment other than the filing of a state-
ment with the Interstate Commerce Commission pursuant to 15
U.S.C. § 20 and 49 CFE § 1010.4.

§ 16. Recording; Expenses. § 16 of the Model Lease Provisions
(with the exception of the last paragraph thereof) is herein incorpo-
rated as § 16 hereof. The Lessee agrees to pay the periodic fees and
expenses of the Vendor for acting in its capacity as such under the
agreements and instruments referred to in Article 20 of the Security
Document.

§ 17. Indemnity for Loss of ADR Deduction, Interest Deduction
and Investment Credit. The Lessor shall be entitled to such deduc-
tions, credits and other benefits as are provided by the Internal Revenue
Code of 1954, as amended, to the date hereof (herein called the "Code"),
to an owner of property, including, without limitation, the maximum
depreciation deduction with respect to the Units authorized under sec-
tion 167 of the Code based on Lessor's Cost for the Units (meaning the
Purchase Price of the Units) utilizing the twelve-year depreciable life
prescribed for the Units in the Asset Guideline Class No. 00.25 in
accordance with section 167 (m) of the Code employing the double
declining balance method of depreciation, switching to the sum-of-
the-years-digits method when most beneficial to the Lessor, utilizing
the half-year convention as provided in Treas. Eegs. sec.. 1.167 (a) -
ll(c)(2)(iii) and taking into account an estimated gross salvage value
of 2Q% of Lessor's Cost for the Units which will be reduced by 1Q%
of Lessor's Cost for the Units as provided in section 167(f) of the
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Code (such deduction being herein called the "ADR Deduction"), de-
deductions with respect to interest payable on any certificate of interest
pursuant to section 163 of the Code (such deduction being herein
called the "Interest Deduction"), and the W% investment credit in
1975 (herein called the "Investment Credit") with respect to Lessor's
Cost for the Units pursuant to section 38 and related sections of the
Code.

Lessee agrees that neither it nor any corporation controlled by
it, in control of it, or under common control with it, directly or indi-
rectly, will at any time take any action or file any returns or other
documents inconsistent with the foregoing, and that each of such cor-
porations will file such returns, take such actions and execute such
documents as may be reasonable and necessary to facilitate accom-
plishment of the intent hereof. Lessee agrees to keep and make avail-
able for inspection and copying by the Lessor such records as will enable
the Lessor to determine the extent to which it is entitled to the benefit
of the Investment Credit and the ADR Deduction with respect to the
Units.

Lessee represents and warrants that:

(i) the Units constitute property the Lessor's Cost for which
• qualifies for the Investment Credit under section 38 of the Code

in 1975;

(ii) the Units constitute "new section 38 property" within
the meaning of sections 46 and 48 of the Code and will not have
been used by any person so as to preclude "the original use of
such property" within the meaning of sections 48(b) and 167(c)
(2) of the Code from commencing with the Lessor;

(iii) at all times during the term for the Units under this
Lease, the Units will constitute "section 38 property" within the
meaning of section 48(a) of the Code, and Lessee will not at any
time during such term use or fail to use the Units in such a way
as to disqualify them as "section 38 property" within the meaning
of section 48(a) of the Code; and

(iv) Lessee will maintain sufficient records to verify such use,
which records will be furnished to the Lessor within 30 days after
receipt of a written demand therefor.

If for any reason (including without limitation a disposition fol-
lowing an Event of Default or attributable to a Casualty Occurrence,
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an inaccuracy in law or in fact of the representations and warranties
set forth in the preceding paragraph, or any act or omission of Lessee)
other than a change in the Code subsequent to the Closing Date,
the Lessor shall lose, or shall not have, or shall lose the right to claim,
or shall suffer a disallowance of or shall be required to recapture all or
any portion of the Investment Credit, the ADE Deduction, or the
Interest Deduction with respect to any or all of the Units (any such
loss, disallowance, or recapture being hereinafter called a "Loss"),
then on the next succeeding Payment Date provided for in this Lease
after written notice to Lessee by Lessor of such fact, Lessee shall forth-
with pay to Lessor such amount or amounts (hereinafter called "In-
demnity Amount") as shall, in the reasonable opinion of the Lessor,
cause the Lessor's net return (calculated on the same basis as used by
the Lessor in originally evaluating this transaction, a copy of which
calculation has been furnished to Lessee by Lessor) to equal the net
return that would have been realized by the Lessor if such Loss had
not occurred, and Lessee shall forthwith pay to Lessor the amount of
any interest and/or penalties which may be assessed by the United
States of America or any other state or local government against the
Lessor attributable to such Loss, such opinion of Lessor is subject to
agreement by Lessee and, in the event of disagreement between Lessor
and Lessee as to any such payment, Lessor and Lessee agree to submit
the calculation of such amounts to Arthur Andersen & Co., which firm
shall compute the calculation of such amounts based on the assumptions
set forth in this § 17; provided, however, that such amounts shall not
be payable if the Lessor shall have suffered such Loss with respect to
the Units as a direct result of the occurrence of any of the following
events:

(a) a Casualty Occurrence with respect to any or all of the
Units if Lessee shall have paid the Casualty Value for the Unit
pursuant to § 7 hereof;

(b) a voluntary transfer by the Lessor of legal title to any
or all of the Units to anyone (not including any transfer pursuant
to § 7 or 10 hereof) or a disposition by the Lessor of any interest
in the Units or the voluntary reduction by the Lessor of its inter-
est in the Bent for the Unit or Units, unless, in each case, an Event
of Default shall have occurred and be continuing;

(c) the failure of the Lessor to claim in a timely manner the
Investment Credit, the ADE Deduction or the Interest Deduction;
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(d) the failure of the Lessor to have sufficient liability for
Federal income tax against which to credit such Investment Credit
or sufficient income to benefit from the ADR Deduction or the
Interest Deduction, as applicable; or

(e) any other voluntary act or intentional failure to act by
the Lessor, which directly results in the loss of the Investment
Credit, the ADR Deduction or the Interest Deduction;

provided further that if any of the events described in subparagraphs
(a) through (e) above shall occur with respect to less than all of the
Units covered under this Lease, the non-payment provision of this para-
graph shall extend to those Units only and the Lessee's obligations and
liabilities hereunder shall continue with respect to all other Units.

The Lessor agrees that if, in the opinion of its or Lessee's inde-
pendent tax counsel (herein referred to as "Counsel"), a bona fide
claim to all or a portion of the ADR Deduction, the Investment Credit
or the Interest Deduction on the Unit or Units exists in respect of which
Lessee would otherwise be required to pay to the Lessor, pursuant to
the next preceding paragraph, Indemnity Amount and amounts in
respect of any interest and/or penalty, the Lessor shall upon request
and at the expense of Lessee, take all such legal or other appropriate
action deemed reasonable by either Counsel in order to sustain such
claim; provided, however, that the Lessor shall not be obligated to
take any such legal or other appropriate action unless Lessee shall
first have indemnified the Lessor for all liabilities and expenses which
may be entailed therein in a form satisfactory to the Lessor. The
Lessor may, at its option, take such action prior to making payment
of any tax and interest and/or penalty attributable to the disallowance
or recapture with respect to the Lessor of all or any portion of the
Investment Credit, the Interest Deduction or the ADR Deduction on
the Units (hereinafter called a "Tax Payment") or may make such
Tax Payment and then sue for a refund.

If the Lessor takes such action prior to making such Tax Payment,
such Indemnity Amount and interest and penalties attributable thereto
need not be paid by Lessee to the Lessor while such action is pending.
In such case, if the final determination shall be adverse to the Lessor,
the Indemnity Amount shall be computed by the Lessor as of the
date of such final determination and Lessee shall make payment thereof
on the Payment Date as provided for in the Lease next succeeding
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such final determination and, on or before such Payment Date, Lessee
shall pay to Lessor an amount equal to all interest and penalty paid by
the Lessor in respect of such final determination, together (if Lessee,
at its option, shall not have paid such interest and penalty to the
Lessor on the date such payment is made by the Lessor) with interest
thereon from the date such payment is made by the Lessor to the
date Lessee makes payment therefor to Lessor, at a rate equal to 140%
per annum of Continental's Prime Kate, as in elfect on the date of such
final determination.

If the Lessor makes such Tax Payment and then sues for a refund,
such Indemnity Amount shall be payable by Lessee on the first Payment
Date as provided for in the Lease after such Tax Payment is made and,
on or before such Payment Date, Lessee shall pay to Lessor an amount
equal to all interest and penalty paid by the Lessor included in such Tax
Payment. In such case, if the final determination shall be in favor of
the Lessor, on the Payment Date as provided for in the Lease next suc-
ceeding such final determination, Lessor shall pay to Lessee (i) an
amount equal to the Indemnity Amount theretofore paid by Lessee to
the Lessor, and distributed to Lessor (or a proportionate part thereof
if the final determination is partly in favor of and partly adverse to
the Lessor) with interest thereon at Continental's Prime Bate for the
period commencing on the date sueh amounts were received by the
Lessor to the date the Lessor pays to Lessee such amounts and (ii) the
amount of any penalty or interest refunded to the Lessor as a result of
such final determination and any interest paid to the Lessor by the
government on such refund, promptly upon receipt thereof, and Lessee
shall pay to Lessor (for the benefit of the Lessor) an amount equal to
interest at Continental's Prime Rate on the amount of the tax refund
made in respect of the Tax Payment (excluding any interest or penalty
included therein) for the period from the date of the original payment
of the Tax Payment by the Lessor to the date such tax refund is re-
ceived by the Lessor, sueh Prime Rate to be calculated in either case as
from time to time in effect during the respective periods.

In the event any payment is required to be made pursuant to the
three next preceding paragraphs and such payment is to be made under
the Lease on succeeding Payment Dates or on or before the next
succeeding Payment Date, but at such time -the Lease shall have been
terminated or no longer in force and effect, each party required to
make payment shall promptly pay all amounts otherwise payable and
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not theretofore paid by it in respect of Indemnity Amount and interest
and penalty (and interest thereon) calculated by reference to the actual
applicable dates of final determination, Tax Payment and reimburse-
ments pursuant to the three next preceding paragraphs.

§ 18. Interest on Overdue Rentals. Anything to the contrary here-
in contained notwithstanding, any nonpayment of rentals and other
obligations due hereunder shall result in the obligation on the part of
the Lessee promptly to pay, to the extent legally enforceable, interest
on the overdue rentals for the period of time during which they are
overdue at a fluctuating interest rate equal to 140% per annum of
Continental's Prime Bate (as in effect on the date the same become
past due and subject to adjustment quarter annually) or such lesser
amount as may be legally enforceable.

§ 19. Notices. Any notice required or permitted to be given by
either party hereto to the other shall be deemed to have been given when
deposited in the United States certified mails, first-class postage pre-
paid, addressed as follows:

(a) if to the Lessor, at 676 South Industrial Way, Seattle,
Washington 98108 Attn: Treasurer, Schoenfeld Corporation,

(b) if to the Lessee, at 516 West Jackson Boulevard, Chicago,
Illinois 60606 Attn: Vice President—Finance and Accounting,
Boom 746,

or addressed to either party at such other address as such party shall
hereafter furnish to the other party in writing.

<S 20. Sever ability; Effect and Modification of Lease. Any provi-
sion of this Lease which is prohibited or unenforceable in any jurisdic-
tion, shall be, as to such jurisdiction, ineffective to the extent of such
prohibition or unenforceability without invalidating the remaining
provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such provision
in any other jurisdiction.

This Lease exclusively and completely states the rights of the
Lessor and the Lessee with respect to the Units and supersedes all
other agreements, oral or written, with respect to the Units. No varia-
tion or modification of this Lease and no waiver of any of its provisions
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or conditions shall be valid unless in writing and signed by duly author-
ized officers of the Lessor and the Lessee.

§ 21. Execution. This Lease may be executed in several counter-
parts, each of which so executed shall be deemed to be an original, and
such counterparts together shall constitute but one and the same in-
strument. Although this Lease is dated as of December 1, 1975, for
convenience, the actual date or dates of execution hereof by the parties
hereto is or are, respectively, the date or dates stated in the acknowl-
edgments hereto annexed.

§ 22. Law Governing. The terms of this Lease and all rights and .
obligations hereunder shall be governed by the laws of the State -of'
Illinois, provided, however, that the parties shall be entitled to all
rights conferred by Section 20c of the Interstate Commerce Act.'1'_ _ 0

://
IN WITNESS WHEREOF, the parties hereto have executed or caused . o

this instrument to be executed as of the date first above written. '

SCHOENFELD INVESTMENT

COEPOBATION,

r CORPORATE SEAL]

^^^--Title: VudPresident
Attest: \J

Secretary

CHICAGO, MILWAUKEE, ST. PAUL AND
PACIFIC BAILBOAD COMPANY,

F CORPORATE SEAL]

Attest :

Secretary
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STATE OF ILLINOIS
COUNTY OF COOK IBS.:

On this 30th day of December, 1975, before me personally appeared
IRWIN L. TREIGER, to me personally known, who, being by me duly
sworn, says that he is a Vice President of SCHOENFELD INVESTMENT COR-
PORATION, that one of the seals affixed to the foregoing instrument is the
corporate seal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board of Direc-
tors, and he acknowledged that the execution of the foregoing instru-
ment was the free act and deed of said corporation.

Notary Public
[NOTARIAL SEAL]

My Commission Expires ^ta?Mlsl°D_EMr$s. October 31st. 1979

STATE OF ILLINOIS
•' COUNTY OF COOK Iss.:

On this 30th day of December, 1975, before me personally appeared
j£-^LJfl!e/fLLtf- ______ , to me personally known, who, being by me duly
sworn, says that he is wl&BfedktfL'-Zj&tJaf. CHICAGO, MILWAUKEE, ST. PAUL
AND PACIFIC RAILROAD COMPANY, that one of the seals affixed to the fore-
going instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act and deed of
said corporation.

Notary Pub^fc
[NOTARIAL SEAL]

My Commission Expires W£j^m_missjon_ExBicfiS. October 31st, -19/?
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